BEFORE THE COMMISSIONER OF COMMERCE AND INSURANCE
FOR THE STATE OF TENNESSEFE

™ THE MATTER OF:

TENNESSEE SECURITIES DIVISION
Petitioner

DOCKET NO. 12.06-014221.1

¥.

ACCELERATED BENEFITS CORP.,,

215T CENTURY PAY COMMUNICATIONS

SANDRA KATHERINE SANDBERG, AND ,

ELIZABETH GERTRUDE CHRISTMAS
Respondents

' Tt et et Cw e S et et St ! !

ORDER

TIIIS ORDER 18 AN INITIAL ORDECR RENDERED BY AN ADMINISTRATIVE JUDGE
WITH THE ADMINISTREATIVE PROCEDURES DIVISION.
THE INITIAL ORDER I8 NOT A FINAL QRDER BUT SIIATL BECOME A FINAL ORDER
TMLESS:
I', PARTY FILES A WEITTEN APPDAL OR PETITION FOR RECONSIDERATION
WITH THE ADMINISTRATIVE PROCEDURES DIVISION NO LATOR TITAN October 10, 2001.
O

2. TIIE AGENCY FILEY A WRITTEN NOTICE OF ROVIEW WITH THE
ADMINISTRATIVE PROCEDURES DIVISION NO LATER THAN October 10, 2001,

YOU MUST FIT E THE APPEAL, PETITION FOR RECONSIDERATION OR NOTICE OF
REVIEW WIIH THE ADMINISTRATIVE PROCEDURES DIVISION, THE ADDRESS OF THE
ADMINISTRATIVE PROCEDURES DIVISION IS:

SECELTARY OF STATE
ADMIMISTRATIVE PROCEDURES DIVISION
312 FIGHTH AVENUE NORTII
2™ FLOOR, WILLIAM R, SNODGRASS TOWER
MASHVILLE, T 37243

IF YOU HAVE ANY FURTHCR QUESTIONS, PLEASE CALL THE ADMINISIRATIV =
PROCEDURES DIVISION, 615/741-7008 OR 7412078 OR FAW 7414471, PLEASE CONSULT
ATPENDTY A AFFIXED TO THD INITIAL QRDER FOR NOTICE OF APPEAT PROCEDURES.



BEFORLE THE COMMISSIONER OF COMMERCE AND INSURANCE FOR THE
STATE OF TENNLESSEE »
TENMESSEL SECURITIES DIVISION,
Petitinner,
V. No.:  12.06-014221F -
.J\'lf_'ll;'EL-ERA'I'I". D.BENEFITS CORP..
217 CENTURY PAY COMMUNICATIONS,
SANDRA KATHERINE SANDBERG, and,
ELIZABETH GERTRUDE CHRISTMAS
Respondents.

gt et et gt e Mt et e

NOTICE OF DEFAULT AND INITIAL ORDER

-

This matter came o be beard on September 24, 2001, belore Thomas G Stovall, an
Administrative Judge assigred to the Seeretary ol Slate. Administrative Procedures Division, and
sitring for the Commissioner ol the Tennessee Department of Commerce and Insurancs in Mashville,
Tennesser  Kevin O Bartels, Statf Attorney, Department of Commerce and Insurance, reprosented
the State. Respandenis Accelzrated Benefits Corporation and 217 Century Pay Communications wore
ot present at the hearing, nar did an attorngy appear on their behall Respondents Elizabeth G
Christmas and Sandra K, Sandbere appeared at the hearing but were nol represcited by counsel

By agreement, Respondents Llizebeth G, Christinas and Sandea K Sandbery agreed to seitle
the above-stvled metter with counsel for the State through the entry ol an Agiced Order, which will
be filed at a later date.  Conscguently, the suhjeer of this Order concerns only Rospoirdents

Accelorated Benefits Corporation and 21 Century Pay Comnunications,



On September 7" 2001, the State filed 2 Motion for Summary Judgment against the
Respundents Accelerated Benefits Corporation and 21% Century Pay Communications. As of the date
o the nearing, neither Respondent had filed a response (o the State’s moation with the undersigned
Judge.

Tn support of its motion, the Divisiom has shown thal as a matter of law, il 15 ennitied to such
judgment in its favar and that there are no genuing 1ssues of material [act corcerning the lactus!
allsgations and counts set forth in the Division's Petition as L the Respondents. Teglor v Nashviile
Bemmer Publishing Company, 5375 5§ W.2d 476 (Tenn, 1978), cenl. ¢ el 441 1R 923 (1979) The
pleadings, and the August 22, 2001, Order of the undersignad JTudge in the matter of Ternessee
Seenritios Diviston v Acocleraivd Benefity Corp., et af., No. 12,06-014221], and the entire record
i1 this matler as 2 whole, show that there are na issues of material fact as to Lhe issue of whether the
kespandents have violated the Teanessee Securities Aol ol 1980, as amended, at Tenn. Code Ann
§ 48-3-101 et al (“Act™) and specilically wherher the Respondents have violated Teon. Code Ann.
$8 4822104, 109 and 121(a).

For thess reasons and pursuant to Rule 56.01 of the Tenncssee Rules of Civil Provedure, the
Division's Motion for Swnmeary Judament as to Respondents Accelerated Benefits Corporation and
21" Century Pay Communications was argued by counsel for the State and subsequently GRA NTED
by the undersivned Judge.

ORDER OF DIEEAULT

Tins matter was heard upon the Petilions™s Mation for Default due to a falure of the

espondents Lo wppear o Lo e reprasantad af the hearing un Seplemnber 24™ 2001, afier receiving

proper notice thereof. The record indivates that the Respondents, Accelerated Benelils Carpa ration



and 21" Century Pay Communications were properly served under the provisions of Tenn. Cocde Ann.

5 48-2.129(0). Afler consideration of the record, it was determined that the Petitinnar’ s motion was

proper, The Respandents Accelerated Benelils Corporation and 2 1" Century Pay Connmurications

were held in DEFAULT, and the Pefitioner was permitted to proveed with an uncontested case.
INITIAL ORDER

The subject of this hearing was the proposed issuance of 2 Cease and Desist Order for alleged
sales of securities by the Respendents without baving first registered said securities, without first
liaving reoistered rs a hroker-dealer or agent of a broker-dealer, and [or fraud in connection with the
sale of said securilics.

On Sepiember 7" 2001, the State liled a Mation for Summary Judgment against the
Respandents Accelerated Benefits Corporation and 217 Century Pay Communications As of the cate
of this hearing, Aceeleraled Benelils Corporation and 277 Century Pay Communications had nol liled
o Tesponse fo the State’s motion with the undersigned Judge. Thercalicr. affer the argument of
counsel fur e State in Faver of its Motian, the undersigned Judge orally granted the Statc’s motion
for Summary Judement sl the hearing as 10 the matters raisad in the Petitioner’s Petition with rega:d
ro Respondents Accelerated Benefits Corporation and 21 Centmy Pay Communications

Accordingly, after considaration of the argument of counsel, the enury ol the Order granting
the Stare’s molion [b: Summmary Judement end the record as a whaole in this matrer, it 15 the
determinztion of this Administrative Judge thal the Respondents have violeted soveral prosdsions of
the Tennessee Seourities Act of 1980, as amended, at Tenn. Code Ann § A8-2-101 of e, and have

specilizally vialated Tenn, Code Aon. §5 48-2-104, 48.2-100(a) and 48-2-17]



Therefore, in view of the foregoing, it is the determination of this Administrative Judge that
Kespandenis Accclerated Benefits Corporation and 21 Century Pay Communications are hereby
orderad to cease and desist from &) further violations of the Tennessee Securities Act of 1950
(“Act™), as amended, at Tenn. Code Ann, § 48-2-101 o7 of

FINDMNGS OF TACT

1 The Act assigns the responsibility for administration of the Act t the Commissioner.
The Division is the lawiul agent through which the Comnussioner administers the Act, and is
autharized o bring this action [ur e protection of investors &ad the public. The Division’s official
residence and place of business i3 in Nashville, Davidson County, Tennessee 37243,

2. Acoelerated Benefits Carporation (“ADBC") is a business entity with its principal
place of business located at 105 E, Robinson Street. 2" laar, Orlande, Florida 32801, ABC has
never heen registered with the Division as a broker-dealer vr agent of a broker-dealer.

3, 217 Century Pay Communications ("CPC™) i3 a business entity with its princpal place
of business located at 3649 W, Beechwood, Suite 103, Fresna, Califormia 93711, CPC has never
beon replstered with the Division as a broker-dealer or agent ol s broker-dealer

4 Elizaboth “Libky" Gertrude Christmas ("Chrisimas™) 15 4 cilizen and ms@_dmr of
Tennessee whose home address is lucaled at 5209 Kontucky Avenue, Nashville, Tennesses 37209
Christmas, CRID #1295169, had a Tennessee registration as an agent of a broker-dealer which
erminaled on June 6. 1990 Clhrstmas swas not. at 2l times relevant to the evenis described horein,

registered with the Division as a broker~dealer or 2pont of a broleer-daaler

J=



5. Sandra Kalkerine Sandberg (“Sandberg™) is a citizen and resident ol Tennessec with
acddiesses locazed at 3912 Park Avenue, Nashville, Tennessee 37209 and 5209 Kentucky Avenue,
MNashville, Tennessee 37209, Sandberg, CRD # 1557201, had a Tennessee registialion 43 an agent
ol a braker-dealer which terminated on September 22, 1986, Sandberg was not, at all times relevant
o the events descriped herein, registered with the Division,

a, A vistieal seltlement is a Lransaction whereby the cwner (commonly referred to as
the "wviatar") of a life insurance policy covering the life of a terminally ill persou sells the life
insurance pohcy 10 2 thisd pary (commonly refzarred to as the "viatical settlement provider™) in
exchange tor & cash payment which 1s less than the death benght of the pelicy. The cash payment
is typically used to pay tor the madical and living expenses of the insurad.

13 Mlary viatical seltloment praviders cither solicit investors ta purchase interests in the
viaticated policies, or sell the vizticated pelicies to another party who solicits mvestons (o punchase
interasts in the poelicies

A, Imteresls in viatical selllemenis are investment contracis as defined by Stode v Brever,
QA2 S W.2d |, 11 (Tenn, Cam. App. 1994), and are therefore securities requinng registralion undar
the Acr In additian, Tenrn: Code Ann § 48-2-102(12) defines a security to include “a life settlement
contracl. 2s delined in § 36-50-102, ar any fractional or pocled interest in a Iife insurance policy or
life settlement contract. . . Respondents have never registered any seowities 1elzled o viatical
seltlements with this Division.

23 In the latter pa af 19946, Jlames 1. MNelson ("Nefsan™), a citizen and resident of
Tenncssce, and his wile were conlacied several times by two (2) “lnancis! planners™ from Nashvills,

Tennesses. The contacts were tha result of Nelsor sending in a mailer in responses to 2 magazine

L)



advertisement regarding financial planners. The “financial planners,” as they represented themselves,
wera Sandberg and Chiristmas
10 On ar abour Degember 1%, 1990, Sandberg solé Nelson three (3) premium anniitizs

(“annuity contracls™) without disclosing to MNelson that the lerms of the enauities were unusually

lonu—i &, berween 80 to 83 vemrs—and therefore an unsuitable investment for Nelson Additionally,
according to Melson, Melsan has to date never 1eceived Lthe annuity contracts.

1. According to Nelson, Sandhers intreduced him to Christmas who told Nelson that she
was a financial planner who could help Nelson gel his linancial affairs in order. 1t was Melson's
understanding that Christmas would provide Nelson with the [ollowing services: (1) review the
Melsans’ financial records; (21 organiec the Nelsons' financial records, (3} preparc & repart
summarzing their fnancial status; and (1) prepare & Lnaccial plan for investing their money 1o the
future. Nelson also understood the arrangement with Christmas to include Cluistmas® assistance in
preparing and filing the Nelsons® federal income tax retarns 2od to provide him with zudit protection
il the Internal Reverns Service audited his returns, Shortly theresller, Melson tonk custody of the
Melsons' records and tax information Christmas has not returned the aforesaid records to Nelson,
despite his repeated attempis Lo contacl ber by mail and by talephone.

12 On ar about November 12, 1994, Melson purchased a 12 month viatical contract
(“Viatica! #17) throngh ABC an behalf of bhis wife. MNelson funded the purchuse ol Viatcal =7
through zn IRA Rellover, with Pensco becoming the custodian of the invastment. Nelson imvesled

a total of forty-seven thousand two hundred nine dellars (547 209 i Vialics #1



13 On or sbout April 23, 1997, Nelson purchased several ABC viatical contracts with
funds from his existing investments  Nelson funded the purchases through an IRA Rollover, with
Pensco bocoming the custodian. Melson invested ten thousand dallars ($10.000) m a thirty (30)
month conlract _{”‘»"iatical #27), ten thousand dollars ($10.000) n a twenty-four (24) month contract:
(“Vialical #3"). twenly-four thousand dollars (524,000) in an eiulizen (18) month contract (Viatical
44", and ton thousand dollars (F10.000) in a twenty-lour (24) month contract ("Viatical #3). The
lotal amount of Nelson's irvestments with ABC made through Christmas totaled wne hundred
thousand two hundred ninz dollars ($101,209), To date, Melson has only received ong payment of
fourteen Lthousand one hundred seventy-nine dollars and sixly-nine cents frem his investmants with
ABC Nelson has repestedly inquired aboul receiving returns on his investrnents and has sought the
recurn of his principal from ABC with no success,

14 Onor about December 18, 1997, Nelson purchased two (2) Moedified Units ol 217
Century Pay Communicazions ("CPC™) from Chiistmas at soventy-five hundred dollars (57,500) each
fur u total of fifteen thousand dollars (515.0003. The Modified Units from CPC were “maodilied” pay
phones, which an unsignad memo from Chisimas stares are 710 provide a S-year [sic] stream ol
enme with principal Lack at end [sic] of period” and which Christraes further stares will provide
income “with tax benelits and. . tax credits available.” The dare Christimas indicaled on the memo
11222007 To date, MNelson has received neither the promised teturn [ram his investment nor 1he

return of his prncipal from CPC.

| & According to a mema sigied by Christmas that is addressed 1o Larry Hawkins
(“Tlawking' ), a relative of Nelson's wha sltenipled o assist Nelson in oblaing information from

Cliristmas, Nelson invested ten thousand dollass ($10,000) in The Peaple’s Metwork ("TPNT), which
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purported to be a business that Christmas would start, over a six month periad. TPN "never got off
the ground.” according 1o Christmas and, to date, Nelsan has not received the return of his principal
from Christmas.

15, Christmas and Sandbers, 2 former agents, understood that the sales ol the long-term
arrities. the vintical settlzmants, and the telephane leaseback cantracts were high risk investments
anel were therstire unsuitable tor elderly persons of limited means, such 2s the Nelsons. Furthermore,
Christinas f2iled to disclose the nature and risk of the above-mentionad invesiments £ the Nelsons
e nd knew thal the failure to do so constitiuted a malerial omission which was necessary in order o
ke her statements to Nelson regarding the investments in ABC and CPC not misleading

17. ABC was the subjeet @f 2 Tinal Order. darsé Tebruary 3, 2001 (“Tinal Ordler™), 18sued
by the Treasurer of the State ol Flarida acting in his capacity as Insurance Commissioner. that
revoked ABCs license and its eligibility fun licensure as a viatical sciflement provider for multiple
violations o the Florida Insurance Code. FL Staz §§ 626.0914(1)(b) and H20 UED(0).

| & ABC was fourd, in the Final Order, to have violated pravisions of the Florida
Ineurance Code for effectuating viatical settlement agrocments in the presance of ciroumslancas
whereby ABC knaw, or the sxoicise of reasonable diligence should have knoswn, that the
underlying insurance policies had been procured through iraud, dishonesty. or misrepressniations
made by the vialor o the insurance company issuing the policy and that ABC entzred imlo a
course of conduct intentionally designed te conceal thal Lraud, dishonesty, o1 misrepresentation

fram the imsurance carriers and the Florids Department of Insurance.



19, Furthermaore. ABC was the subject of a March 13, 2001, Findings ol Fact,
Canclusions of Law and QOrder by the Distriet Courl of Oklaboma County, Oklzhoma, finding
ABC 1o be in violation of the Oklahoma Sscurities Act and granting the Oklahoma Department ol
Securities (COK Division™) judzment on its Pelition that it had liled against ARC,

CONCLUSIONS OF LAW

l: Pursuant o Tenn Code Ann. § 48-2-110, the Cenunissioner may make, promulgate,
smend and rescind such orders as are nacessary to carry out the provisions of the Act provided thal
such order is i the public interest, necessary for the protection of investars and consistent with the
purposes fairly intended by the policy and provision of the Act. Cease and Desist Orders have besn
held to he proper orders issued under this part  See Foleors Finonciol Services, Tneo
Mufeyirolids, 807 5 W 2d 705 (Tenn App, 19930).

2 Term. Code Ann § 48-2- 104 provides that i1 15 unlawful for any person to offer and/or
scll any seourity in this slate unless iUis 1ewstered vnder Lhis parl, the securnty wansaclion is exempied
under Tenn. § 48-2-103, or the security s a covered securitv,

= Tenn. Code Ann. § 43-2- 109 provides, in pertinent part, that 1 s uelawtul for any
person to transact business in this state as a broher-dealer or sgent unless such person is registersd
as a breker-dealer ar asenl under thes part,

4. Tenn, Code Anp, 548 212 1(a) states, in pertinent part, thar it 15 unlawful tor any
person. in connection with the offer, sale or purchase of any seourily m Uis state, directly o
indirectly, to emplay any device, scliane, or artifice to defraud, make gny untrue statement of a
maternal fact ar omil L slate a material fact necessary in order to make the statcments made, in L

of the circumstances under which thoy arg made, not misleading, or engage in any act, practice or



course of business which operates or would operate as 2 fraud or deceit upon any person,

Sk The State has met its burden of proof by a preponderance of the evidence that the
Respondents Accelerated Benefits Corporation and 21% Century Pay Communications conducted
sales al'secuntics withour first having registered 25 a broker-dealer or agent ol a breker-dealer with.
the Division,

3] The State has met its burden of proof by a preponderance ol the evidence Lhal the
Respondents Acceleraled Benefils Corporation and 217 Century Pay Communications seld securities
in this Stare without having first registered said sceuritics with the Division

7 The State has mer fts burden ol prool by a preponderance of the evidence that
Respandents Accelerated Benefits Corporation and 2™ Certury Pay Camnuricztions emplayed an
artifice to defraud Nelson in cannaction with the sale ol the unregistered securities.

I s therelore ORDERED that Respondents Acerlerated Benelits Carporation and 217
Century Pay Communications shall hereby cense and desist (tom any further violation(s) of the Act.

[t is further ORDERED that Respondents Accelerated Benefits Corporation ang 217
Century Pay Communizations shall not make any offer or sales of scewities o this Stale without first
baving lawtully registered with the Division as a broker-dealer or agent thereof and without having
trst lawlully registered said socuritics,

I'his Toitial Ovder entered and effective this [’zﬂﬁ-fk‘dny of \:\,\i?}ﬂé(ﬂ .QQ,[’ . 2001,

. / 6” - _—f,y

Thomas (1. Stonvall
Adounistrative Judge



SUBMITTED IFOR ENTRY:

A

Kevin C Bartels fRPR 2 020818)
Staft Attarney

Cepartment of Commerce and Insurance

William K. Snodgrass Tower, Twenty-Fifth Floor
312 Lighth Avenue, MNomth

Nashville, Tennessee 37243-0569

Gl5 741 214949

‘:)%

Filed in the Adiminisirative Procedures Division, this _C:-]]mg day of I:C)_-{Dk’rﬂbﬁf‘
2001 y

1 b —ta
ﬁ/rlka.{ s ﬁ.’f},j{r Yo, Il
Charles C Sullivan, 11, Director | £-42
Administeative Procedires 1vision



CERTIFICATE OF SERVICE

The undersizgned hercby eertifies that a true and correct copy of this document has been
sarved upon all parties, by delivering the same to them, ar to their counsel, at their address of recond,
or by placing a true and correct copy of same in the United States mail. postage prepaid.

ﬂ_ﬁk
This  XC  dayof _}_F)b(j&_ﬂ ey 2001

i iafm @%”

Administrative Procedurks Division
Oifice nf the Seerctary of State




APPENDIX A TO INTTTAL ORDER

NOTICE OF APPEAL PROCEDURES

Review of Inicial Order

This Initial Order shall becone 2 Final Order (reviewable as set forth below) Blicen (15) days after the
cnrry dare of this Initial Order, unless cither or both of the following actions are taken:

(1) Either parly files a petition for ppeal to the agency or the agency on ity own motion gives written
natice of its intension to teview the Initial Order, within fifteen (15} days zfter the entry date of the Initial Order,
[[ ¢ither of these actions occur, there is no Final Order uniil review by the ageney and entry of a new Tinal Order
or adoption and entry of the Initial Order, in whole or in part, as the Final Order. A patition for appezl to the
sgency must be fled within the proper time period with the Administrative Procedures Division of the Office of
the Secretzrv ol State, 8™ Floor, William K. Snoderass Tower, 312 Cighth Avenue N, Nashville, Tennesses,
37243, (Telephone No. (615) 741-7008). Sce Tennessee Code Annotated, Szetion (T.C.A. §) 4-5-315, on
review of initial orders by the agency,

(2) A party files 2 petition for reconsiderstion ol this Initial Order, (stating the specific reasons why the
Initial Order was in error) within fifteen {15) days after the entry dale of the Initial Grder. This peiition must be
filad with the Administrative Procedures Division at the above address. A petition for reconsideration is
deemed denied il no action is taken within twenty (20) days of filing. A new liltcen (15) day perind for the
filing of an appeal to the agency (as sel lorll in paragraph (1) above) starts to run from the entry dats of an order
disposing of a petition for reconsideration, or ffom the twenticth: day after filing of the petition, if no order is
izsued. Scoe T.C AL §4-5-317 on petitions for reconsiderztion.

A party may petition the agency for a stay of the Inilial Order within seven (7) days after the eniry date of
theorder. Ses1.C AL §4-5-316.

Revicw of Final Order

Witkin ten (10) days atter the Initial Order becomes = Final Order, or within ten (10) Cays aller the entry
date of 2 Final Order by (b apeney, & party may petition the agency for reconsidaiation of the Final Order, Ilne
cction is taken within twenty (20) Javs of filing of the petition, it is deemed denicd, Sce T.CAL §4-3 317 on
pelitions for reconsideration.

A party may petition the ageney for a stay of the Final Order within seven (7) davs after the entry Cawof
the ozder, See ' T0IA, 8452160,

A parson whe is aggrieved by 2 final decision in a contested ease may seck judicial review of the Final
Order by liling & perition for review in 2 Chanzery Court having jurisdicton (genemally, Davidson Couiy
Chancery Court) wilhin sixly (60) days afiar the entry date of a Tinal Order or, il's petition for reconsideration 15
pranted, within sixty (60) days of the enlry date ol tue Finzl Order disposing of the putition.  {However, the
filine of a petiticn for reconsideration does not itself act lo exlend the sixry day perod, if the penition is Dot

sranted.) A Teviewing court also mey order a stay of the Final Order upo: appiapiiate 1emms. See T.OLA. 54-

et

5322 el §4-5-317.






